Facing up to the double whammy  by unknown
Events in the past year would not have been 
believed had you suggested them a couple 
of years earlier. Or was that just wishful 
thinking? The compound semiconductor 
business has had to grow up really fast 
and it was doubly tragic that it should see 
market downturn in two of its most crucial 
application areas. In both opto and micro- 
electronic telecoms the market went from 
over-inflation to depression. As a result to 
stay in the business the players have had to 
confront some unpleasant actions. 
Roy Szweda, 
Associate Editor 
Facing up to the 
double whammy 
It is indeed surprising to see some of the for- 
mer Top Five opto component suppliers casting 
off their manufacturing. There is always a dan- 
ger of 'me too' in these circumstances. Or is it 
that they all face the same problems and have 
little recourse. Clearly they see no future for 
them in actually making most of the products 
and would rather have someone else make 
them instead. 
I for one am wondering if this was bound 
to happen sooner or later. Perhaps the 
telecom downturn was the final straw 
rather than the underlying cause. The industry 
was going to have to change if there was 
to be any chance of making a profit from 
such manufacturing. To do this they 
would have to move to more automated 
manufacturing. So they have been faced with 
having to make huge investments in plant and 
people. Existing ways of making opto parts 
have been obsolescing fast. They are less 
appropriate for a prospective price-sensitive 
customer base. 
The business has also been witness to some 
of the harshest legal battles in its history. 
Some of this would make the silicon indus- 
try's contest look child's play in comparison. 
Seldom does any of the real battle that has 
been going on ever see print. It must have 
been very nasty. More than that it has been a 
debilitating distraction. 
There can be no doubt that it has cost 
Nichia far more to defend its pioneering 
technology than it did to come up with it in 
the first place. 
The price has been high in many respects. 
Honour as well as business is at stake in 
such matters. It has been a painful ride 
for many of these companies not the 
least being the originator of the 
technology. 
It should not be seen as over - the  agree- 
ments have as it were been struck between 
the members of the 'older guard'. There 
remain issues to be settled with the 'younger 
guns' in Taiwan and elsewhere. There are 
precedents in other areas of optoelectronics 
and any such actions here could also drag out 
for ages. Anyone considering further legal 
action will do so with the first round of incon- 
clusive battles still much in mind. Perhaps the 
better option would be to go in and strike 
licensing deals. In some respects this is going 
to be best for everyone and the industry as 
a whole. 
It is by no means certain that the technology 
matches the needs of the market. Firstly there 
are technical issues over efficiency, voltage 
compatibility and so on which have to be 
resolved before the traditional filament or 
fluorescent lamp are really put under threat 
by white LEDs, for example. 
Perhaps the biggest challenge will be 
manufacturing. Component costs must fall 
precipitously. Might it be best in the long run 
for the owners of the technology IP to let 
someone else do the hard work? The market 
is going to become ferociously competitive 
and margins will inevitably get narrower. 
Perhaps the nitride companies should take a 
look at what the telecom opto component 
companies are doing and hand over manufac- 
turing all together to those who want to be in 
that business. 
"It has cost 
Nichia for more 
to defend its 
pioneering 
technology than 
it did to come up 
with it in the prst 
place" 
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